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&. 

g. 

&. 

ft.Da. 8ftft YOO'a DD MID BU8XD88 ADD8.88. 

My naae is Edward c. Beauvais; my buainess address 

is 600 Hidden Ridqe, Irvinq, TX 75038. I am ea

ployed by GTE Telephone Operations as senior Econo

aiat in the Regulatory Planninq and Policy Depart

.ant. 

DID YOU n.viOOILY RUD'f 'l'U'l'IXOft UD UJI%81'1'1 

'1'0 '1'11%8 Ctw¥I88IOJI 

Yea, I presented direct testimony and exhibits 

previoualy in this docket, both in Phase I, dealing 

with Expanded Interconnection for Special Access 

Transport, and in Phase II in which the Comaiaai on 

is conaiderinq ai•ilar issues associated with 

SWitched Access Transport. I also presented sup

pl ... ntal Direct Testimony in Phase II, in which I 

addressed the implications for this Commission of 

the recent Court of Appeals reversal of the FCC's 

physical collocation mandate. 

WD'l' 18 'I'D •uuoaa 01' YOOil 'l'U'l'IXOJIY TODAY? 

My testimony today responds to assertion in certain 

parties' testt.ony and f ocused on the public policy 

aspects of this case. To the extent that specific 

issues arise with respect to the transport restruc

ture, Mr. Kirk Lee will addreaa them. 
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Q. 

uma nm~ !'D conlf'l anaau. o• 'I'D .cc, on 

&1ft 8Vaftl OCCOilJUID WIUCII ..OVLD •• UOUCIJI'l' '1'0 'I'D 

.OUC. 0. D%1 CCW.-tiS%0. 

Y... on June 17, 1994, the u.s. suprelle court 

ruled that the FCC acted without leqal authority 

when it aoved to relieve "non-doainant" carrie rs 

froa the responsibility of filing tariffs. While I 

do not believe that this decision baa any leqal 

iaplicationa for the Florida Public Service Co.aia

aion in this docket, I do think that it has iapli

cationa for the correct public policy to be pursued 

as to what entities should be required to f:lle 

tariffs vith this co .. ission. 

WJIUI U. ,_,.. XDLIC21f%0118 .a& NWMI81IO• POLICY 

aaxsxa ft'* 'I'D u. •. au.a~~~m couaT o.c:aioJr? 

Tariffs can serve both a• a requlatory mechani

and ,an information source for conaWilers. New 

entrants to the urketplace ariainq tro• the adop

tion of expanded interconnection, or for any other 

reason, should be subject to the aa.e type of 

tariffing raquirUlenta as eat~bliahed carriers. 

Tbis i s aore than •iaply a "level playing field" 

~t and baa very little to do with arguaenta 

about relative possession of market power by a 

fira. It ia fundaaentally a conauaer aafequard 

2 
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arqwaant and an arguaant proaotinq the efficient 

functioning ot a aarket. The efficient tunctioninq 

ot a aarketplace reliea on the flow ot intoraation 

to cuatoaara relative to tbe availability or aer

vicea, aa well aa the price and quality of tboae 

Hrvicea. Tar itt a filed by all coapaniea at a 

ainqle location clearly facilitate compariaon 

ahoppinq aaonq conauaera by ainiaizinq the search 

coat•. Ready ace••• to thia inforaation will 

becoae evan aore iaportant aa AAVa a.nd others beqin 

to aerve aaaller cuato ... ra. Thia availability ot 

intoraation in turn contribute• to a more efficient 

aarketplace. Thua, tho•• parties oppoainq the 

tilinq ot taritta are aiataken troa a current 

public policy perapective. Any firm otterinq 

tranaport and/or ace••• aervicea in the market 

today should be required to tile tariffs with the 

Florida Ca.aiaaion. 

Dl ftUL' 8 ftOP08B 'l'AJUR8, DOU crruL ORB 

UD COLLOC&'l'IOII ~'1' I'1'8 

ACCU8 'l'UDD8'1 

Yea, GTEPL propoaea to otter auch service to all 

partie• not only at our tandea otticea, but at our 

end ottic .. where apace i• available and where th• 

taciliti .. are otherwiae qualified and capable ot 
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a.. 

otterinq •uch function•. 

m u• ~~, a. UDaD88I o• ~~~ uava 

lf&lf r..c8 DOULD 88 oaDDB '1'0 UDUIIDU ftiiDa 

8J:QIDLLIJICI UD •DUif ~ftllfiO. .a. ftiiDD aoftB 

ft&I7J:C. 

.uaiiDD Dft'DCOIIIIIICifiOII &If U .accua lfAIIDD? 

In Pbaae II of ita cc Docket No. 9 1-141, the FCC 

rel .. aecl an order on May 27, 1994 that requir

Tier 1 LEC• to provide •iqnallinq intoraation to 

any tbird party collocated within an equal ace••• 

end ottice •o that tand .. awitchinq network• can be 

coruatructec:t to coapete with LBC tand- avitchinq 

aervic;ea. Thi• aeana that it Siqnallin9 sy•t- 7 

(887) •iqnallinq i• available in a central office, 

the LEe auat otter a choice ot either SS7 or aulti

trequency (MP) •iqnallinq to coapetinq tiraa. Note 

that thia i• not a raquir .. ent to build SS7 capa

bility it it i• not already available at the end 

office. In the •a•• order, the FCC ••naibly aban

doned ita oriqinal propo•al that sS? •icp ... llinq be 

deliverecl at all and otticaa. In•taad, the FCC 

apecitied that SS7 inte r connection •hould taka 

place only at Siqnal Tranater Point• (STP•>· 

The FCC al•o datarained that by mocUtyin9 •witch 

4 
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Q. 

software to treat alternative tand- as it they 

were the LBC'• own tand .. , it would be possible tor 

LBCa to provide siqnalling in a abort aaount ot 

ti.ae and without larc)e expenditures. However, due 

to the aa.ny technical sbortcoaings that would 

require large investaents to ovarcoae, signalling 

ia not required to be delivered to tand .. svitcbinq 

provider• (TSPa) collocated at LEC tand.. loca

tion.. In addition, LECs are not required to allow 

TSPa to inatall their switching equipaent within a 

central ott ice. 

Witb re•pect to Kr. Andreassi'• deaand that LECs be 

required to unbundle tand .. aignalling, it ia not 

clear wbat be ia aaking tor. It he 1• requesting 

that thia co-i aaion si.Jlply adopt the FCC atandarda 

tor LECs, that would appear to be an ett icient 

approach, given the integrated nature ot the witch 

and ot the trattic. However, it Teleport is arqu

inq that LEC• auat be ordered to deliver signalling 

to TSPs-- poasibly including Teleport--collocated at 

LI:C ta.nd-, tha n I auat op~\)Se Teleport' s request 

aa a very inefficient approach to the aarketplace. 

... ., a.ovr ... UIDitDII% I I UID!'%011 'I'D!' r..ca Oft 

.-x!' ccmtft%!'%011 .a. ftiiDD &01rUD ~XC? 

!5 
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g. 

I would aiaply point out that this ia not up to the 

LEC one way or the other. If Teleport wanta to 

coapate tor auob traffic in an exchange where GTEFL 

currently provid.. traffic, there ia nothinq that 

GTBPL doaa which preventa th- fro• doing ao. 

Teleport aiaply neacla to aake the inveat:aenta and 

induce cuatoaara to aub8criba to the services it 

provides. I t ia, indeed, true that under current 

Florida statut .. , AAVs such as Teleport are prohib

ited froa bainq in the switched business, but that 

ia not ao .. thinq the LIC controls. I would also 

point out that the dedicated hi-cap servic- of

fared by AAVa are very auoh a substitute for tand

awitchinq arranq-anta, aa the sole function of 

tand- avitchinq in a LBC network ia the aqqraqa

tion of traffic. For those cuatoaera with hi-cap 

fac:ilitiea , such traffic aqqregation baa already 

been parforaad and the tand .. essentially prov ides 

little additional value. Since Teleport and other 

CAPs are in the special access business, they 

already coapete with the LICa' tandem-routed traf

fic business. 

Yooa La81f n&lfiiiiDr 8VGGUif8 'l'Dif Lac• ar.anoy rae. 

..._, oaaaa• or COKPftXIfXOII 111 ftll 8Wl:'i"CCLCD accu• 

.a&lfiOJr or DJID •v•x..... nana, x• yon D~ 
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~~ Dr t'll%8 .aaa, YOU aft~ !'D~ '1'101 COif• 

ftDVUC. cnaaft.Y DDXVIID nOM 'I'D 'l'DII8»0a'f tD' 

.,.. ~c D7%CI~ cw !'ID ~~UDDL&C~~. Yft a 

~ DDa ay D. QTLt~a• WOULD ·- '1'0 DID:te&'fa 

If&!' CC*RDVr:tOII DOULD aa uc:onuD VIIDD Ul 

I'OLICY 

'fO .aaan7 
I believe that Mr. Gillan is incorrect in a nuaber 

ot his stat...nts in this reqarc1. While Mr . Lea 

will address the details, I can otter aoae public 

policy quidelinea in this regard. Mr Gillan in 

this instance ae- to ra<Jard the level ot co•pati

tion as aost traqile in the interexcbanqe market

place--even contaaplatinq that interexchanqa coape

tition will "becoae a aaaory• it the co-iasion 

doaa not adopt UC's reca.aendationa. Mr. Gillan 

attribut .. the purported traqility of this market

place to AT'T's size relative to that of the other 

players and to the pricinq structure put torwarc1 by 

LECs. 

If the toraer is a probl-, than Mr. Gillan and the 

uc should certainly support the entry ot tiraa 

such as G'l'EFL and Southern Bell back into the 

7 
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inter LATA .arket, aa such action would certainly 

recluce the .arket power ot AT-,T. However, I believe 

that Mr. Gillan aiaatat- hia case wben he says 

that, •The LECa should not be peraitted to aelec

tively shift the contribution burden aaonq inter

exchanqe carriers to satisfy their own atrateqic 

objectives. To do so ia paraaount to placing the 

LBCa in control of the shape of the lonq diata.nce 

inc!uatry.• 

I suppose GTBFL and the other LECa should be flat

tered that IAC believes we are that powerful in the 

11arketplace. However, I don't believe it. Even it 

I did, what objectives doe• Mr. Gillan believe that 

LECa should pursue in the marketplace, i~ not their 

own? It the objective of this co-ias ion is to 

foster a competitive marketplace, then it is neces

sary to encouraqe LECa to act on the same incen

ti vea as t irma in a non-regulated market. The 

price structure proposed by GTEFL simply recognizes 

and att-pt• to reflect aa tar as possible the 

econoaiea of scale available to the firm. This is 

not a aatter of s hittinq contributior. selectively 

aaonq inte rexchanqe carriers to benefit one rela

tive to another. 

8 
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It will, in fact, be true that aoae intarexcbanqe 

carriera will be in a better position than other• 

to talca aclvantaqe of the 110re efficient price 

structure that cnD'L baa propoaed. Tbia price 

structure cou~d be aade even 110re eft icient by 

qr~tinq the LBCs additional pricinq flexibility, 

such aa voluae-discounted switched service• a:ld 

tara diacounta. Bach of these actiona w1ll once 

again r .. ult in differential iapacts across inter

excbanqe carriers, depe.ndinq upon their cuatOilers' 

uaage profiles. Once again, however, that is not 

tantaaount to placincJ the LBCs in control of the 

lonq distance i.nc1uatry. It is a course of action 

wbicb Jlak.. one of the inputs uaed by the lonq 

distance industry aore efficiently priced. It is 

t.pla~ible that aakinq an i nput more efficient in 

the aarketplace aake• the overall market structure 

lus efficient. 

The opti.aal price •tructure doe• not nece••arily 

reault in a uniform level of mark-up ot price 

relative to incr .. ental cost. In fact, as I have 

teatified previously, an efficient price structure 

would recover contribution in roughly inverse 

proportion to the price elaaticity ot deaand tor 

9 
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A. 

that service. P'Urtheraore, it can be shown that 

non-linear taritta baaed around tb••• inver•• 

ela•ticity prices are even better at -•tinq the 

requir~t• ot a coapetitive aarketplaca. In 

these taritfa, contribution ia certainly not recov

ered unitoraly, but the c1eqree ot contribution on a 

per-ainute baaia deer••••• aa the quantity deaanded 

incruau. Mucb of the contribution ia collected 

troa int raaarqinal units of output, rather than the 

aarqinal unit. This allows the aarqinal price ot 

the service to aore closely approxiaate the aarqin

al coat of the aervice--a very desirable r .. ult. 

DOUGL&a 8. llftCaLI', 'fDOUCIIIOft 11%8 

'nft~ ..._ 1'0 COIIft'a&DI'fa n.acB 011 aan

aftiCDxc::aLL~, R:At' ~ cumor nano• 8W1'1'CIIIID 

8D'nCU oa ft.UI8s-OA!' ••tw- 0Dn'%LU!'JID D'l'%

t'%D. D !'- TD8. COII8ft&DI'1'8 "UGUL&!'ORY 

BUR%-." DO YOU a.o•• UD 'l'Dt' Cl'aR' C'l'D%D

t'%QJI1 

Ho. It ia incorrect. Aa thia co-iaaion recoq

nized in ita AAV order (Docket No. 890183-TL, Order 

No. 24877 , Auquat 2, 1~91), these restrictions 

placed on AAVa derive tr011 Chapter 364. They are 

not aiaply a -tter ot Co.aiaaion policy, aa Kr. 

lletcalt appears to believe. Indeed, in ita AAV 

10 
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g. 

A. 

order tbe Ca.ai••ion reooqnized that: "There 1• 

agr.-nt aaonC) the partie• that AAV• are not 

authorized to provide .witched aarvioea. ICI 

•tate. that it doe• not intend to provide awitcbed 

aervioaa. 

prohibited fro• proviclinq .witched aervic••·" CAA! 

Order at 19.) 

DOU '1'1111 CC*I'Lir.n YOGa -UftaL 'l'UIJ'DIOIIY? 

Ya•, it cloaa. 

• 

11 
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